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COVER: Nearly 15,000 men and women 
are employed by Hanna and its affiliated 
companies in the United States, eastern 
Canada, and Brazil. Pictured on the 
cover are representative employees per¬ 
forming some of the hundreds of different 
jobs required today in the mining, proces¬ 
sing, and shipping of minerals and metals. 

Transfer Agent and Registrar: 

National City Bank, Cleveland, Ohio 

The Hanna Mining Company 

Is An Equal Opportunity Employer M/F 

The Hanna Mining Company Form 10-K for the 
year 1977 will be available to stockholders 
upon written request to J. S. Pyke, Jr., Secretary 
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Financial Highlights 


1977 


1976 


Change 


For the Year 

Net Sales and Operating Revenues 

Net Income. 

Net Income Per Share .... 

Dividends Per Share. 

Average Shares Outstanding . . 


$331,042,341 

45,458,019 

$5.13 

$1.80 

8,867,463 


(Restated) 

$363,535,314 

53,119,230 

$6.00 

$1.65 

8,847,088 


At the Year-End 

Working Capital. 

Stockholders’ Equity. 

Book Value Per Share . . . . 
Current Assets/Current Liabilities 


$ 66,802,525 
355,275,575 
$40.04 
2 to 1 


$ 53,139,378 
339,039,548 
$38.25 
1.9 to 1 


1976 amounts have been restated to reflect Iron Ore Company 
of Canada capitalization of leases, which reduced Hanna 
Mining net income by $638,000, or 8 cents a share. 


- 8.9% 
-14.4% 
-14.5% 
+ 9.1% 
+ 0 . 2 % 


+ 25.7% 
+ 4.8% 
+ 4.7% 
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To the Stockholders: 


Hanna’s 1977 earnings, third best 
in the history of the company, totaled 
$45,458,000, or $5.13 a share of com¬ 
mon stock. This was a 14 percent 
decline from the record 1976 earnings 
of $53,119,000, or $6.00 a share, 
restated from $6.08 a share. 

The decline was caused by re¬ 
duced demand for iron ore and nickel, 
stemming from below normal steel 
production rates worldwide, and by 
an industry-wide strike that shut 
down two of the four Hanna-operated 
U. S. iron ore pellet projects for four 
months beginning August 1. 

In spite of the strike, Hanna’s total 
U. S. pellet production was only about 
6 percent lower than in 1976. This was 
largely due to increased output by the 
National Steel pellet project which 
began operating its expanded facili¬ 
ties at the first of the year, and even 
with the four-month interruption pro¬ 
duced more tons in 1977 than the year 
before. 

Sales of Hanna nickel, at 19.6 
million pounds, were 13 percent 
below the levels of the previous two 
years. Competition for markets 
among all producers was intense 
throughout the year. 

Total income from affiliated com¬ 
panies carried at equity increased 
substantially to $22,233,000 from 
restated 1976 equity income of 
$17,178,000. These companies are 
principally involved in iron ore and 
coal in the U. S., iron ore in Canada, 
and iron ore and aluminum in Brazil. 

The greatest improvement occur¬ 
red at Iron Ore Company of Canada, 


where 1977 earnings were more than 
double 1976 income on lower sales 
tonnages. Included in IOC’s 1977 
earnings was a large favorable 
foreign exchange adjustment. 

The Brazilian aluminum project, 
Alcominas, operating for the full year 
at its 60,000-ton capability, more than 
doubled its 1976 earnings and began 
an expansion that will raise its 
capacity to 90,000 tons annually in 
1979. 

The MBR iron ore project in Brazil 
shipped about the same tonnages as 
in 1976, but net earnings declined 
because of increased taxes and a 
larger unrealized foreign exchange 
adjustment on its long-term debt at 
year-end. 

Cash dividends from Hanna’s iron 
ore, aluminum, and petrochemical in¬ 
terests in Brazil increased 45 percent 
to $3.2 million. Dividends from the 
two Canadian concession com¬ 
panies and Hollinger-Hanna, Limited, 
rose 7 percent to $4 million. 

Iron ore production from properties 
in which Hanna has ownership in¬ 
terests in the United States, Canada, 
and Brazil totaled 44.3 million tons, 
down 5 percent from the 1976 record 
of 46.5 million tons. Of the 1977 pro¬ 
duction, 14.2 million tons represented 
Hanna’s ownership portion. 

Progress was made in the develop¬ 
ment of western low sulfur coal pro¬ 
perties in equal partnership with W. R. 
Grace & Co. Colowyo Coal Company, 
near Craig, Colorado, received the 
necessary mining permits and ap¬ 
provals, mining operations were ex¬ 
panded, and shipments are to in¬ 
crease annually until the 3-million- 
ton-per-year level is reached in 1980. 

(continued) 
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Gilbert W. Humphrey 


James N. Purse 


Robert F. Anderson 



Early in 1978 Hanna joined with Grace 
in the ownership of H-G Coal Com¬ 
pany, which is to begin producing low 
sulfur coal near Hayden, Colorado, at 
an initial annual rate of 750,000 tons 
late this year. 

In large part to meet our expanding 
financial commitments, Hanna ar¬ 
ranged with an insurance company to 
borrow $35 million by issuing 8.3 per¬ 
cent senior unsecured 20-year notes. 
Of the total, $20 million was drawn 
down in December, with the remain¬ 
ing $15 million to be borrowed by mid- 
April. Hanna’s only other senior long¬ 
term debt is approximately $17 
million of 4V* percent sinking fund 
debentures remaining from an 
original $50 million issued in 1965 and 
having a final maturity of 1990. 

In 1977 Hanna paid dividends of 
$1.80 a share, up 9 percent from the 
$1.65 paid in 1976. 


I n a consolidation of the top manage¬ 
ment of the company, the Board 
abolished the Executive Policy Com¬ 
mittee and established the Office of 
the Chairman, effective January 1, 
1978, with Gilbert W. Humphrey serv¬ 
ing as chairman and chief executive 
officer and James N. Purse as vice 
chairman. Robert F. Anderson was 
elected president and chief operating 
officer. 

Mr. Purse became president and a 
director of the company in 1974 and 
for five years before that was 
executive vice president. He joined 
Hanna in 1955, spent four years as 
European representative, and in 1964 
became vice president of sales. 

Mr. Anderson since 1974 has been 
a Hanna director and chairman of Iron 


Ore Company of Canada. He was an 
executive vice president of Hanna for 
five years, after having served for 
seven years as vice president of 
operations. He joined the company in 
1947. 

World steel production, which had 
increased almost without pause 
since World War II, has been on a 
plateau for three years. A worldwide 
resumption of the rapid growth of 
steel demand does not seem likely in 
the immediate future. 

Steel production in 1977 was below 
normal in the United States, Europe, 
and Japan. Competition for the avail¬ 
able iron ore business in all three 
markets is intense. In Europe and 
Japan, iron ore inventories are large, 
and steelmakers can buy their ore 
from a wide variety of sources. In the 
U.S., steel production rates have been 
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improving in recent weeks, while 
winter inventories of iron ore at steel 
plants are lower than usual because 
of the iron ore strike. 

Current projections indicate that, if 
American steel production continues 
to improve, shipments from Hanna- 
operated domestic properties can be 
expected to increase over 1977 levels, 
but the tonnages probably will be 
below production capabilities. 
Shipments of iron ore to Europe and 
Japan by Hanna affiliates are likely to 
be under 1977 tonnages. 

World nickel producers, largely 
dependent on the production of 
stainless and other nickel-bearing 
alloy steels, have curtailed opera¬ 
tions and have shut down some 
facilities. Nickel inventories are large 
around the world and a sustained in¬ 
crease in consumption is required 
before traditional supply-demand 
balances are restored. In view of all 
this, the Hanna smelter in Oregon 
was shut down for six weeks early in 
1978 to adjust inventory. Forecasts for 
the nickel market do not indicate a 
marked improvement in demand this 
year. 

These factors are likely to have a 
significant effect on Hanna sales and 
operating revenues and greater em¬ 
phasis than ever is being placed on 
cost containment and reduction at all 
levels. 


Hanna, like many companies today, 
faces new challenges in world com¬ 
merce, diversification, operating effi¬ 
ciency, and long-range planning. 

In iron ore, the largest segment of 
our business, Hanna and its affiliates 
are well-situated to meet the 
demands of the market. Our major ex¬ 
pansions are in place, our products 
are good quality, and we carry on the 
Hanna tradition of paying close atten¬ 
tion to customers’ needs. Because of 
the geographical locations of these 
iron ore properties, Hanna is capable 
of supplying large tonnages of this 
basic raw material to all major steel- 
producing regions around the globe. 

Hanna is the only primary nickel 
producer with integrated operations 
in the United States. Product quality 
is excellent and we continually work 
with customers to meet their in¬ 
dividual requirements. 

Of great future significance to 
Hanna are the coal properties coming 
into production in Colorado. They add 
new products and markets to Hanna’s 
business and at the same time pro¬ 
vide the nation with new sources of 
energy and new job opportunities. 
Because of its low sulfur content the 
coal is environmentally acceptable 
for use in electric power generating 


plants. In accordance with all appli¬ 
cable laws and regulations, complete 
restoration of the land after mining is 
an integral part of the mining pro¬ 
grams at both properties. 

Hanna’s financial position is 
strong. Working capital at year-end 
totaled $66.8 million, up 25 percent 
from the previous year. In 1977 funds 
from operations — net income plus 
depreciation, less undistributed 
income of equity companies — 
amounted to $42.1 million. Capital 
expenditures and investments in 
associated companies totaled $24.9 
million and dividends of $16 million 
were paid to stockholders. With the 
issuance of 8.3 percent notes, $20 
million was borrowed on a long-term 
basis, $8.4 million of Hanna deben¬ 
tures were purchased for future sink¬ 
ing fund requirements, and $13.7 
million was added to working capital. 
Hanna is in a position to meet its 
future financial commitments from 
working capital and at the same time 
continue examining attractive new 
opportunities as they are developed. 

A key element in Hanna’s success 
has been and will continue to be the 
outstanding men and women of the 
company. We express our apprecia¬ 
tion for their efforts of the past year 
and are confident that they will re¬ 
spond to the new challenges with 
ingenuity and resourcefulness. 
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Iron Ore/United States 

The four Hanna-managed iron ore pellet 
projects produced 7.2 million tons in 1977, 
6 percent less than the year before. 

The expanded facilities at the National 
Steel pellet project in Minnesota were 
started up at the beginning of the year, ex¬ 
periencing only normal start-up difficulties. 

The National and Butler projects, both in 
Minnesota, were shut down by the four- 
month strikes, which began August 1. 
Agreement on new contracts was reached 
early in December and provided for the 
wage increases and benefit improvements 
agreed upon in April, as well as an incen¬ 
tive bonus program to be instituted for at 
least 75 percent of hourly employees on 
November 1,1979. 

During 1977 National produced 2.6 
million tons, more than in 1976 but less 
than half its new annual capacity of 5.8 
million tons. Butler produced 1.7 million 
tons in 1977, about 30 percent less than the 
year before. 

Employees of the Groveland project, in 
the upper peninsula of Michigan, ratified a 
new three-year agreement without a strike. 
Groveland produced 2.1 million tons of 
pellets, an increase of 5 percent over 1976 
output. 

Agreement on a new contract also was 
reached at Pilot Knob, in Missouri, without 
a strike. Production, at 750,000 tons, was 
down from the previous year, however, 
because of a temporary shut-down that 
was necessary to bring output into better 
balance with demand. 

No production was lost because of 
energy curtailments during the year and 
none is anticipated in 1978. Equipment per¬ 
mitting the use of coal for kiln firing at the 
Butler project has been installed and a pro¬ 
duction test is scheduled for this spring. 
When it is available, natural gas is still the 
basic fuel at all domestic pellet projects. 
All are equipped to use oil as an alternative. 


Iron Ore/Canada 

During 1977 Iron Ore Company of 
Canada sold 23.6 million tons of pellets, 
concentrates, and natural ore, compared to 
24.4 million tons the year before. The 
decline occurred in tonnages of concen¬ 
trates and natural ore, whereas sales ton¬ 
nages of the higher value pellets increased 
8 percent. 

As a result of this upgraded product mix, 
continued improvements in operations, 
and a favorable exchange adjustment, 
IOC’s earnings more than doubled to 
$44,888,000, including an unrealized 
foreign exchange gain of $8,528,000. In 

1976 IOC’s restated earnings were 
$19,202,000, including an unrealized ex¬ 
change loss of $1,863,000. Hanna’s 27 per¬ 
cent equity portion of IOC’s earnings in 

1977 was $12,183,000, compared to 
$5,212,000 the year before. 

At the Carol project in Labrador, produc¬ 
tion of concentrates totaled 17.4 million 
tons and pellet output was at capacity, 10.3 
million tons. Operating improvements are 
expected in 1978 from improved iron 
recovery, additional mining and stripping 
equipment, and a large new mine main¬ 
tenance center, which will reduce the 
downtime required for equipment repairs. 

The pellet plant at Sept-lles continued to 
increase its output and improve its operat¬ 
ing effectiveness. Production in 1977 
totaled 4.7 million tons, up 27 percent from 
the previous year, and the losses that 
resulted from its operations of the past 
several years were largely eliminated. The 
plant has demonstrated its ability to 
operate at design rating, pellet quality is 
good, and further operating improvements 
are anticipated. 

In view of world market conditions, 
preliminary plans have been made to shut 
down the Carol and Schefferville opera¬ 
tions for about a month in midsummer for 
inventory control purposes. A similar shut¬ 
down will occur at the Sept-lles pellet plant 
later in the year. Major maintenance and 

(continued) 
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A kiln at the National pellet project, top, is 22 feet in diameter and 
nearly half as long as a football field. It hardens iron ore pellets 
at 2,400 0 F. The grinding mills at bottom, 27 feet in diameter, 
start reducing crushed taconite to the fineness of face powder. 












repair programs are being scheduled dur¬ 
ing these periods. 

The Quebec North Shore & Labrador 
Railroad operated throughout the year with 
minimal delays due to derailments and 
equipment malfunctions. This is the result 
of excellent scheduling and well-planned 
maintenance of way and of rolling stock. 

The labor agreement covering most IOC 
employees expired March 1. Negotiations 
are continuing. 

Iron Ore/Brazil 

During the 1977 calendar year Mineracoes 
Brasileiras Reunidas S.A. — MBR 
shipments totaled 13.1 million gross tons 
of high grade natural ore, about the same 
as the previous year. Exports of 10.5 million 
tons represented a slight decline from the 
previous year, but shipments to Brazilian 
steel producers rose, making up the dif¬ 
ference. 

Inflation remains a matter for serious 
concern, but MBR managed to continue 
good control of operating costs and 
improve operating efficiencies. With in¬ 
creased prices in some markets, MBR’s 
earnings from operations declined only 
slightly in 1977, but increased income taxes 
and a large unrealized exchange loss on 
long-term debt substantially reduced the 
St. John d’el Rey Mining Company 49 per¬ 
cent equity portion of MBR net profit. 
Hanna’s two-thirds equity portion of St. 
John earnings in 1977 was $3,810,000, 
down 20 percent from the previous year. 

MBR paid dividends in 1977 totaling the 
equivalent of $10,975,000. Of this, Hanna 
received cash dividends from St. John after 
Brazilian taxes totaling $2,377,000, 50 per¬ 
cent greater than the $1,584,000 received 
the previous year. 

Looking at the longer term, a third 
crushing, sizing, and washing line is being 
installed at the Aguas Claras Mine. Addi¬ 
tions of the mining equipment necessary 
to raise the mine capacity to 20 million tons 
annually will be coordinated with 


increases in world iron ore demand. Con¬ 
siderable progress has been made in the 
operation of the government railroad, 
which transports the ore from Belo 
Horizonte to the Sepetiba Bay ship-loading 
facility 400 rail miles away. Improvements 
must continue, both for present levels of 
shipments and for increases in the future. 

The St. John annual report for the fiscal 
year ending March 31, 1978, will be 
available to Hanna stockholders on re¬ 
quest. 

Nickel/United States 

The mine and smelter at Riddle, Oregon, 
produced 23.9 million pounds of nickel in 
1977, a reduction of 9 percent resulting 
from a major rebuild of a melting furnace 
and a tramway wreck which disrupted the 
movement of ore from the mine to the 
smelter. With nickel sales down from the 
previous two years, smelter operations 
were suspended for six weeks, beginning 
in mid-January this year, in order to adjust 
inventory. 

Continuing competitive pressures 
caused erosion of nickel prices in 1977 and 
costs rose sharply, primarily because of 
power curtailments by the Bonneville 
Power Administration. Alternate power 
was available from public utilities and 
private sources, but at substantially higher 
prices. In order to conserve power at 
Riddle, ferrosilicon production was shut 
down for four months and the quantities 
needed for the nickel refining process were 
obtained from the Hanna silicon smelter in 
Washington. 

Heavy precipitation this winter restored 
BPA hydroelectric reservoirs to normal 
levels, after two years of extremely dry 
weather, and the prospect for normal 
power availability in 1978 has improved. 
Longer-range problems of power availabil¬ 
ity in the Pacific Northwest remain to be 

(continued) 
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Without guidance from human hands, fully-automated trains, top, move 
iron ore from the Iron Ore Company of Canada mines near Labrador City 
to the Carol pellet project. High grade Brazilian natural ore, below, 
is reclaimed from stockpile at the MBR ship-loading terminal. 
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solved, however, at the state and federal 
levels. 

The current three-year union contract 
covering mine and smelter operations will 
expire at the end of July. 

Hanna nickel is produced in the form of 
ferronickel and is used in the production of 
stainless and other nickel-bearing alloy 
steels. Hanna ferronickel shot has been 
developed for use in modern stainless 
steel production facilities with automated 
raw materials handling systems. The shot 
has been well-received by those who have 
used production quantities and by poten¬ 
tial customers. 

Silicon/United States 

Sales of silicon and ferrosilicon in 1977 
were at the same level as the prior year, but 
the pressures of competition resulted in 
continued reductions of selling prices. Pro¬ 
duction costs continue to rise. 

The smelter at Rock Island, Washington, 
was shut down by a strike that began early 
in August. Agreement on a new three-year 
contract was reached three months later. 

Silicon is used in the production of 
aluminum, steel alloys, silicones, and 
semiconductors. Ferrosilicon is a reducing 
agent in the nickel smelting process and a 
de-oxidizer and hardener in carbon and 
alloy steels. 

Nickel/Guatemala 

The Exmibal nickel project was 
dedicated in July by the President of 
Guatemala. Construction was essentially 
completed in 1977, but plant modifications, 
correction of minor mechanical problems, 
and employee training programs are con¬ 
tinuing. Initial shipments of nickel are ex¬ 
pected this year. 

Exmibal will have the capability of pro¬ 
ducing 28 million pounds of nickel in matte 
form. The company is owned 20 percent by 
Hanna and 80 percent by Inco Limited, 


which serves as manager. Up to 36 percent 
of the ownership can be acquired by the 
government of Guatemala, the Interna¬ 
tional Finance Corporation, and the Cen¬ 
tral American Bank for Economic Integra¬ 
tion. The balance will be owned 80-20 by 
Inco and Hanna. 

Nickel/Colombia 

Negotiations are being actively con¬ 
ducted with potential customers, partners, 
and financing agencies regarding the com¬ 
mercial development of the Cerro Matoso 
concession in the State of Cordoba in 
Colombia. 

The Cerro Matoso deposit is high grade 
lateritic nickel and during the early years of 
operation the prospective development 
would produce some 50 million pounds of 
nickel annually in the form of ferronickel. A 
subsidiary of a Colombian government 
development corporation is acquiring a 40 
percent interest in the Cerro Matoso con¬ 
cession, an increase from 33 percent, and 
the balance is owned by a company in 
which Hanna has a majority interest. 

A project the magnitude of Cerro Matoso 
requires several years of engineering and 
construction work before production can 
begin. It is expected that before Cerro 
Matoso could be brought into production, 
the world nickel market will have improved 
substantially. 

Oil and Gas 

Oil and gas sales from the offshore 
Louisiana tracts in which Hanna has an in¬ 
terest continued to contribute to Hanna net 
income in 1977. Hanna participated with 
Hamilton Brothers Oil Company in an ex¬ 
ploration program for new properties dur¬ 
ing the year and this will continue in 1978. 
Hanna’s interests in these prospects vary 
from 1 percent to 5 percent. 

(continued) 
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Molten silicon metal, top, is poured into shallow disc-shaped molds 
for hardening at the smelter near Wenatchee. Showers of sparks 
accompany the refining of ferronickel, below, at the smelter in 
Oregon, the only integrated source of primary nickel in the U. S. 






Coal/United States 

Limited mining operations in 
northwestern Colorado were started early 
in 1977 by Colowyo Coal Company, which is 
owned equally by Hanna and W. R. Grace & 
Co. Output was increased following receipt 
in August of permanent mining permits 
and approvals. By year-end the property 
had shipped 300,000 tons of environmen¬ 
tally acceptable low sulfur coal. Shipments 
of 1 million tons are targeted for 1978. 

Approvals are expected this spring for 
construction of a 16-mile rail spur to the 
mine, which is required to handle 
shipments at the 3-million-ton annual rate 
scheduled for 1980. In the meantime the 
mine’s output is being trucked to railroad 
loading facilities. 

Most of Colowyo’s 3-million-ton produc¬ 
tion capability already is sold under long¬ 
term contracts for electric power genera¬ 
tion in Colorado and Texas. Presently 
under consideration are proposals to ex¬ 
pand output to 4 million tons annually in 
1981. Colowyo has extensive reserves that 
are recoverable by surface mining 
methods. 

Early in 1978 Hanna joined with Grace in 
the equal ownership of a separate partner¬ 
ship, H-G Coal Company, which is develop¬ 
ing a 750,000-ton-per-year mine near 
Hayden, also in northwestern Colorado. 
Production is scheduled to begin late this 
year, with 80 percent of the tonnage already 
sold under long-term contract for power 
generation at an industrial plant in Texas. 
The H-G property has reserves recoverable 
by surface mining in excess of 8 million 
tons. 

Comprehensive reclamation plans are 
integral parts of the mining programs at 
both the Colowyo and H-G properties. 


Aluminum/Brazil 

In its first full year with expanded 
facilities capable of producing 60,000 
metric tons of aluminum metal annually, 
Alcominas produced at capacity with a 
minimum of operational difficulties. 

With demand for high quality aluminum 
metal continuing strong in Brazil, 
Alcominas sold the entire output and its 
earnings were double those of the previous 
year. Hanna’s 32 percent interest in 
Alcominas earnings last year was 
$4,598,000, compared to $2,215,000 in 1976. 
In 1977 Hanna received $304,000 in divi¬ 
dends from Alcominas, slightly less than 
the year before. The company has begun 
another expansion — to the 90,000-ton- 
per-year level — to be completed in 1979. 

The Alcominas project is located at 
Pocos de Caldas, in the State of Minas 
Gerais, north of Sao Paulo. It is an in¬ 
tegrated producer of high quality 
aluminum metal and alumina for the 
Brazilian market. 

Petrochemicals/Brazil 

Hanna has a 15 percent interest in 
Unipar, a Brazilian petrochemical holding 
company with varying interests in separate 
companies that produce petrochemicals 
or are involved in that industry. Three new 
holdings were added in 1977, bringing to 10 
the companies in the Unipar group, all of 
which are located in the Sao Paulo/Santos 
industrial corridor. The new companies are 
engaged in the marketing and transporta¬ 
tion of petrochemicals and in plastics 
fabrication. 

Eight of the 10 were profitable in 1977 
and six paid cash dividends to Unipar, 
which in turn paid a dividend nearly double 
that of the year before. Of this, Hanna 
received $527,000 before Brazilian with¬ 
holding taxes, compared to $285,000 in 1976. 

Work is proceeding to double the 
capacity of Carbocloro S. A., which pro- 

(continued) 
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Coal seam 14 feet thick, top left, is the heart of expanding opera¬ 
tions at Colowyo. Coal now is trucked to rail loading facilities, 
with rail movement from mine to begin in 1980. Alumina is charged 
into refining furnace, bottom, at aluminum project in Brazil. 
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duces chlorine and caustic soda. This 
expansion will cost about $130 million and 
will be financed by $100 million of borrow¬ 
ing, plus reinvested earnings and equity 
funding, of which Unipar, a 50 percent 
owner, will provide its proportionate share. 
The expansion will be completed in 1981, at 
which point the company will be capable of 
producing 200,000 metric tons of chlorine 
and 215,000 tons of caustic soda annually. 

Marine Services 

Hanna-operated vessels on the Great 
Lakes and in the St. Lawrence Seaway 
moved 5.1 million tons of iron ore last year, 
a 15 percent reduction reflecting lower ton¬ 
nages moving from the Lake Superior 
region because of the iron ore strike. Grain 
shipments of 37 million bushels were 
slightly above the previous year. 

The two Hanna-operated coal loading 
docks on Lake Erie handled 9.6 million tons 
in 1977, compared to 9.8 million tons in 
1976. The iron ore unloading docks at 
Cleveland and Philadelphia handled 6.3 
million tons, down 15 percent from 1976. 

The continuing depression in world ship¬ 
ping again resulted in reduced earnings for 
the Ocean Marine Division, which engages 
in worldwide shipping and chartering 
activities. 

Exploration/Research 

During 1977 fill-in drilling continued near 
Casa Grande, Arizona, for further delinea¬ 
tion of the copper mineralization announced 
the year before. The new data indicated the 
existence of 40 percent more tonnage than 
was originally estimated — approximately 
350 million tons of material with an average 
grade of about 1 percent copper. Drilling 
will continue throughout 1978. 

The copper mineralization occurs at 
depths of 1600 to 3300 feet. It appears to be 
mineable by underground methods and 


should respond favorably to known treat¬ 
ment processes. Metallurgical and 
chemical studies of drill cores were con¬ 
ducted in order to develop an initial 
economic flowsheet for processing the 
material. Further extensive geological, 
metallurgical, and environmental studies 
must be completed before the feasibility of 
a commercial development can be con¬ 
sidered. 

This prospect is a joint exploration ven¬ 
ture being conducted by Hanna and Getty 
Oil Company. 

Other geological exploration work was 
continued in the United States, Canada, 
and overseas on iron ore, base metals, and 
precious metals prospects. 

In addition to the work on Casa Grande 
copper material, Hanna metallurgical 
research activities included studies of low 
grade lateritic nickel ores from Oregon, 
taconites from the Lake Superior region, 
and itabirites from Brazil. 

Management 

J. W. Buford, who had been senior vice 
president, international operations, since 
1969 and a director since 1974, retired as an 
officer on August 1. He will continue as a 
director and as chairman of St. John d’el 
Rey Mining Company. 

Mr. Buford joined Hanna in 1950 and 
became immediately involved with the Iron 
Ore Company of Canada transportation 
system, then under construction. By the 
late 1950’s he was devoting increasing 
attention to the company’s international 
activities and was elected a vice president 
in 1962. In this capacity he played a key role 
in the development of Hanna’s iron ore, 
aluminum, and petrochemicals interests in 
Brazil. He led the development of the first 
Australian iron ore project designed for ex¬ 
port sales. 

His judgment and determination have 
provided great strength to the company 
over the years and his continuing counsel 
and assistance will be valued. 
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Laboratory technician adjusts X-ray apparatus, top left, for analysis 
of mineral specimens. Geologist, top right, uses hand lens for 
preliminary examination of drill core sample. Driller and helper, 
below, unscrew drill rods at exploration site in Arizona. 
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Report of Ernst & Ernst, 
Independent Auditors 


Board ol Directors 

The Hanna Mining Company 

Cleveland, Ohio 

We have examined the consolidated balance sheets of The Hanna 
Mining Company and consolidated subsidiaries as of December 31,1977 
and 1976, and the related statements of consolidated income, 
stockholders’ equity and changes in financial position for the years then 
ended. Our examinations were made in accordance with generally 
accepted auditing standards and, accordingly, included such tests of the 
accounting records and such other auditing procedures as we considered 
necessary in the circumstances. We did not examine the financial 
statements of certain companies carried at equity. The net equity in com¬ 
bined net income and losses of such companies amounted to 22% and 
15% of the consolidated income before income taxes for the years ended 
December 31,1977 and 1976 respectively. The statements of such com¬ 
panies were examined by other international auditors and/or their affili¬ 
ates whose reports thereon have been furnished to us, and our opinion 


Summary of Accounting Policies 

Interests in Associated and Other Companies: 

The Company’s policy is to include all wholly-owned operating sub¬ 
sidiaries in its consolidated financial statements. 

Interests in Iron Ore Company of Canada and certain other companies 
are carried at cost adjusted for equity in earnings and losses since dates of 
acquisition, less dividends. For National Steel Corporation, carried at 
market, and certain other companies, carried at cost, dividends are 
recorded as earnings when received. 

Short-Term Securities: 

Short-term securities are stated at cost plus accrued interest, which 
approximates market value. 

Inventories: 

Inventories are stated at the lower of average cost or market. The Com¬ 
pany follows the industry practice of carrying supplies inventory as a cur¬ 
rent asset, although a portion of such inventory may not be used within 
one year. 

ftoperty, Plant and Equipment: 

Property, plant and equipment are stated on the basis of cost. Provi¬ 
sions for depreciation and depletion have been computed principally on 
the unit-of-production and straight-line methods at rates sufficient to 
depreciate the cost of the assets over their estimated productive lives. 

The general policy of the Company with respect to property items 
retired or otherwise disposed of is to relieve the property accounts and 
related allowances of the amounts included therein for such items. Any 


expressed herein, insofar as it relates to the amounts included for such 
companies, is based solely on the reports of such other auditors. 

In our opinion, based upon our examinations and the reports of other 
auditors, the financial statements referred to above present fairly the con¬ 
solidated financial position of The Hanna Mining Company and consoli¬ 
dated subsidiaries at December 31,1977 and 1976, and the consolidated 
results of their operations and changes in their financial position for the 
years then ended, in conformity with generally accepted accounting prin¬ 
ciples applied on a consistent basis after restatement for the change, with 
which we concur, by an associated company in the method of accounting 
for certain leases as described in a note to the financial statements. 


Cleveland, Ohio 
February 23,1978 




profit or loss on retirement or disposal of an entire unit is included in 
operations. On other items, profit or loss on retirement or disposal is in¬ 
cluded in the allowance. 

Maintenance, repairs, and minor renewals are charged to operating 
expenses, whereas betterments are capitalized. Exploration, research, 
and development costs are charged to operating expenses as incurred. 

Income Taxes: 

Deferred income taxes arise principally from accelerated depreciation 
claimed for tax purposes and undistributed earnings of associated com¬ 
panies carried at equity. Investment tax credits are recorded as a reduc¬ 
tion of the current federal income tax provision. 

Discount on Debentures: 

Discount on purchases of the Company's debentures for treasury prior 
to December 31,1972, is included in income as the debentures are retired 
to meet the annual sinking fund requirement. Discount on debentures 
purchased for treasury after such date is included in income at the time of 
purchase. 

Translation of Currency: 

Equity in earnings of certain associated foreign companies are 
translated at appropriate U.S. dollar equivalents. 

Trade Transactions: 

In accordance with industry practice, amounts applicable to iron ore 
traded with other producers are excluded from sales and cost of goods 
sold. 
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Statements of Consolidated Income 





1977 Year Ended Dec. 31 1976 

INCOME 





(Restated) 

Net sales and operating revenues 



. . . . $331,042,341 


$363,535,314 

Dividends. 



.... 3,385,386 


3,142,096 

Income of companies carried at equity. . . 


.... 22,233,095 


17,178,165 

Interest. 



. . . . 1,564,152 


2,450,226 

Sundry. 



. . . . 1,487,833 


1,150,239 

TOTAL .... 



. . . . 359,712,807 


387,456,040 

COSTS AND EXPENSES 






Cost of goods sold and operating expenses . 


. . . . 279,142,719 


291,220,951 

Selling, general, and administrative expenses 


. . . . 11,352,359 


10,193,511 

Depreciation and depletion . . 



.... 10,235,308 


9,841,049 

Interest on long-term debt. . . 



.... 2,207,759 


2,442,714 

Income taxes. 



. . . . 11,316,643 


20,638,585 

TOTAL .... 



.... 314,254,788 


334,336,810 

NET INCOME. . 



.... $ 45,458,019 


$ 53,119,230 

NET INCOME PER SHARE. . 


.... $5.13 


$6.00 

Statements of Consolidated Stockholders’ Equity 




Unrealized 






Loss on 


Total 


Common 

Capital 

Retained Long-Term 

Treasury 

Stockholders’ 


Stock 

Surplus 

Earnings Investment 

Stock 

Equity 

Balance January 1,1976 . . . 

$8,876,050 

$21,464,431 

$284,403,740 $(21,516,182) 

$(552,963) 

$292,675,076 

Adjustment for capital 






leases—equity company . 



(957,000) 


(957,000) 

Balance January 1,1976, 






as restated. 

8,876,050 

21,464,431 

283,446,740 (21,516,182) 

(552,963) 

291,718,076 

Net income for 1976. . . . 



53,119,230 


53,119,230 

Cash dividends— 






$1.65 a share. 



(14,599,483) 


(14,599,483) 

Stock options (23,750 






shares) exercised. . . . 

23,750 

940,475 



964,225 

Adjustment to market value . 



7,837,500 


7,837,500 

Balance December 31,1976 . . 

8,899,800 

22,404,906 

321,966,487 (13,678,682) 

(552,963) 

339,039,548 

Net income for 1977. . . . 



45,458,019 


45,458,019 

Cash dividends— 






$1.80 a share. 



(15,963,390) 


(15,963,390) 

Stock options (10,125 






shares) exercised. . . . 

10,125 

343,773 



353,898 

Adjustment to market value . 



(13,612,500) 


(13,612,500) 

Balance December 31,1977 . . 

$8,909,925 

$22,748,679 

$351,461,116 $(27,291,182) 

$(552,963) 

$355,275,575 


See summary of accounting policies and notes to financial statements. 
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Consolidated Balance Sheets 


Assets 

CURRENT ASSETS 

Cash. 

Short-term securities . 
Receivables: 

Trade. 

Other. 

Inventories: 

Finished products . 
Supplies . . . . 


TOTALCURRENTASSETS 


1977 December 31 


$ 3,195,493 
38,306,908 

44,622,636 

7,614,090 

52,236,726 

27,251,759 

13,356,056 

40,607,815 

134,346,942 


PROPERTY, PLANT, AND EQUIPMENT 

Mineral and oil lands and leases. 12,939,808 

Plants and equipment. 111,022,125 

123,961,933 

Less allowances for depreciation and depletion. 75,382,960 


TOTAL PROPERTY, PLANT AND EQUIPMENT .... 48,578,973 

OTHER ASSETS 

Working assets — Interests in associated companies: 


Iron Ore Company of Canada. 105,609,458 

Other associated companies. 100,656,306 

Interests in other companies: 

National Steel Corporation (cost $63,316,182). 36,025,000 

Other companies. 30,697,923 

Sundry assets and deferred charges. 22,063,628 

TOTAL OTHER ASSETS. 295,052^315 

$477,978,230 


1976 

(Restated) 

$ 3,306,570 
25,619,801 

40,228,473 

17,822,504 

58,050,977 

12,841,903 

11,990,536 

24,832,439 

111,809,787 


11,349,472 

105,981,558 

117,331,030 

70,831,187 

46,499,843 


93,426,458 

86,408,015 

49,637,500 

30,151,474 

21,801,794 

281,425,241 

$439,734,871 
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The Hanna Mining Company and Consolidated Subsidiaries 


Liabilities and Stockholders’ Equity 


1977 December 31 1976 


CURRENT LIABILITIES 

Trade and sundry payables.$ 40,005,801 

Accrued expenses. 14,015,138 

Federal income taxes. 13,507,929 

Current portion of long-term debt. 15,549 

TOTAL CURRENT LIABILITIES. 67,544,417 


(Restated) 

$ 31,006,679 
12,726,639 
14,360,531 
576,560 
58,670,409 


LONG-TERM DEBT 

4 3 /4% Sinking Fund Debentures — payable 

$2,000,000 annually. 26,000,000 

Less debentures in treasury. 8,956,550 

17,043,450 

8.3% promissory notes. 20,000,000 

Other, excluding current portion. 826,630 

TOTAL LONG-TERM DEBT. 37,870,080 

OTHER LONG-TERM LIABILITIES 

Deferred income taxes. 14,554,200 

Other. 2,733,958 

TOTAL OTHER LONG-TERM LIABILITIES. 17,288,158 

STOCKHOLDERS’ EQUITY 
Common Stock, par value $1 a share: 

Authorized 13,500,000 shares 

Issued 8,909,925 shares (8,899,800 in 1976). 8,909,925 

Capital surplus. 22,748,679 

Retained earnings. 351,461,116 

Unrealized losson long-term investment. (27,291,182) 

Cost of treasury stock (36,500 shares). (552,963 ) 

TOTAL STOCKHOLDERS’EQUITY. 355,275,575 

$477,978,230 


See summary of accounting policies and notes to financial statements. 


28,000,000 

2,535,450 

25,464,550 

815,618 

26,280,168 


12,850,200 

2,894,546 

15,744,746 


8,899,800 

22,404,906 

321,966,487 

(13,678,682) 

(552,963 ) 

339,039,548 

$439,734,871 
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Statements of Consolidated Changes in Financial Position 


The Hanna Mining Company and Consolidated Subsidiaries 
SOURCE OF FUNDS 

Net income for the year. 

Depreciation and depletion. 

Deferred income taxes. 

Undistributed income of companies carried at equity . . . 

Funds provided from operations. 

Increase in long-term debt. 

Decrease in interests in associated and other companies. . 

Disposals of property, plant, and equipment. 

Proceeds from shares sold under stock options. 

Other . 


APPLICATION OF FUNDS 

Expenditures for property, plant, and equipment. 

Expenditures for interests in associated and other companies . . . . 

Cash dividends. 

Decrease in long-term debt. 

Increase in sundry assets and deferred charges. 

Other . 

Increase in working capital. 

Working capital beginning of year. 

Working capital end of year. 

DETAILS OF INCREASE IN WORKING CAPITAL 

Cash and short-term securities. 

Receivables. 

Inventories. 

Trade and sundry payables. 

Accrued expenses. 

Federal income taxes. 

Current portion of long-term debt. 

Total Increase. 

See summary of accounting policies and notes to financial statements. 


1977 

Year Ended Dec. 31 1976 

$ 45,458,019 

(Restated) 

$ 53,119,230 

10,235,308 

9,841,049 

1,704,000 

1,340,700 

(15,314,000) 

(11,186,000) 

42,083,327 

53,114,979 

20,000,000 

— 

607,153 

1,212,556 

361,071 

1,116,694 

353,898 

964,225 

— 

133,798 

63,405,449 

56,542,252 

11,361,516 

11,610,599 

13,584,886 

21,665,369 

15,963,390 

14,599,483 

8,410,088 

2,772,661 

261,834 

3,600,827 

160,588 

— 

49,742,302 

54,248,939 

13,663,147 

2,293,313 

53,139,378 

50,846,065 

$ 66,802,525 

$ 53,139,378 

$ 12,576,030 

$ (6,678,475) 

(5,814,251) 

15,051,660 

15,775,376 

3,704,804 

(8,999,122) 

(7,788,502) 

(1,288,499) 

435,022 

852,602 

(3,434,636) 

561,011 

1,003,440 

$ 13,663,147 

$ 2,293,313 


20 
























































Notes to Financial Statements 


Interests in Associated and Other Companies 

Percent 


(amounts in thousands) Owned 


Working assets—Interests in associated companies: 

Iron Ore Company of Canada.27.14 

Other: 

Carried at equity: 

St. John d el Rey Mining Co., Ltd. (Brazil) . . . 66.31 

Alcominas (Brazil).31.97 

National Steel Pellet Co.15.0 

Hanna Ore Mining Co.15.0 

ColowyoCoalCo.50.0 

Other . 

Carried at cost: 

Butler Taconite Project.37.5 

Pilot Knob Pellet Co.50.0 

Exmibal (Guatemala).20.0 

Other . 

Interests in other companies: 

National Steel Corporation. 5.7 

Other: 

Carried at equity: 

LabradorMiningandExpl. Co., Ltd. (Canada) . . 22.3 

Hollinger North Shore Expl. Co., Ltd. (Canada) . . 40.0 

Other . 

Carried at cost: 

Unipar (Brazil).15.1 

Other . 


Less dividend income of non-equity companies 
Income of companies carried at equity. . . 


Dividends 

Income (Loss) Received Carrying Value 


1977 

1976 1977 1976 

1977 

1976 


(Restated) 


(Restated) 

$12,183 

$ 5,212 $ — $ — 

$105,609 

$93,426 


3,810 

4,772 

2,377 

1,584 

$ 23,698 

$22,265 

4,598 

2,215 

304 

325 

14,647 

10,353 

(708) 

480 

— 

— 

8,799 

9,507 

(205) 

(80) 

— 

— 

539 

744 

(2,338) 

(1,243) 

— 

— 

17,754 

14,042 

78 

504 

267 

366 

3,803 

3,846 

— 

— 

— 

— 

11,418 

9,910 

— 

— 

— 

— 

2,815 

3,553 

— 

— 

— 

— 

8,323 

8,323 

— 

— 

— 

— 

8,860 

3,865 





$100,656 

$86,408 

2,750 

2,750 

2,750 

2,750 

$ 36,025 

$49,637 


2,993 

3,271 

1,637 

1,640 

$ 21,176 

$19,820 

915 

770 

900 

1,072 

552 

537 

907 

1,277 

1,434 

1,005 

1,240 

1,490 

527 

285 

527 

285 

5,998 

5,998 

108 

107 

108 

107 

1,732 

2,307 

25,618 

20,320 

$10,304 

$9,134 

$ 30,698 

$30,152 


3,385 

3,142 

$22,233 

$17,178 


(continued) 
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Notes to Financial Statements (continued) 


Iron Ore Company of Canada: 

The Company's interest in Iron Ore Company of Canada included in 
the consolidated balance sheets includes debentures of $18,757,817. 
Included in the caption Sundry Assets and Deferred Charges at 
December 31,1977 and 1976 are advances of $13,663,554 receivable 
from Iron Ore Company of Canada. Included in accounts payable at 
December 31,1977 is $11,107,817 ($9,076,372 in 1976) due to Iron Ore 
Company of Canada. 

Iron Ore Company of Canada follows the policy of capitalizing interest 
on funds borrowed to finance expansion projects. Depreciation of in¬ 
terest, capitalized in prior years, amounted to $1,202,000 in 1977 and 
$1,068,000 in 1976. Preoperating costs, capitalized in 1973, are being 
amortized over five years. Such amortization amounted to $3,124,000 in 
1977 and 1976. 

Following is a summary of financial information of Iron Ore Company of 
Canada, owned 27.14% by Hanna: 



1977 

1976 

Net current assets 
(liabilities). 

$ 14,908,000 

(Restated) 

$( 16.400,000) 

Investments and other 
assets. 

16.184,000 

18,033,000 

Property, plant and 
equipment — net . . . 

714,399,000 

725,884,000 

Long-term debt and 
liabilities. 

(417,458,000) 

(444,372,000) 

Net assets. 

$328,033,000 

$283,145,000 

Sales and operating 
revenues. 

$606,144,000 

$560,049,000 

Net income. 

$ 44,888,000 

$ 19,202,000 

St. John d el Rey Mining Co., Ltd.: 

Following is a summary of financial information of St. John d'el Rey 

Mining Co., Ltd., owned 66.31% by Hanna. St. John owns 49% of 

MBR, Brazilian iron ore company: 

1977 

1976 

Net current assets .... 

$ 1,606,000 

$ 1,323,000 

Investments MBR . ... 

36,359,000 

33,590,000 

Other assets. 

271,000 

468,000 

Deferred income taxes . . . 

(4,351,000) 

(3,659,000) 

Net assets. 

$33,885,000 

$31,722,000 

Net income. 

$ 5.788,000 

$ 7,225,000 


MBR's iron ore sales amounted to $171,277,000 in 1977 and 
$165,087,000 in 1976 and MBR’s debt amounted to $137,290,000 at 
December 31,1977. 


Companhia Mineira de Aluminio (Alcominas): 

Following is a summary of financial information of Alcominas, Brazilian 
aluminum producer owned 31.97% by Hanna: 



1977 

1976 

Net current assets .... 
Property, plant and 

$ 9,485,000 

$ 4,611,000 

equipment — net . . . 
Other assets and 

93,544,000 

80,058,000 

deferred charges.... 
Long-term debt and 

7,190,000 

6,452,000 

liabilities. 

(64,120,000) 

(58,455,000) 

Net assets. 

$46,099,000 

$32,666,000 

Sales. 

$89,309,000 

$59,545,000 

Net income. 

$14,382,000 

$ 6,935,000 

National Steel Pellet Company: 



Following is a summary of financial information of National Steel Pellet 
Company, Minnesota iron ore producer owned 15% by Hanna: 


1977 

1976 

Net current assets .... 
Property, plant and 

$ 37,269,000 

$ 27,873,000 

equipment —net . . . 
Other assets and 

261,632,000 

260,743,000 

deferred charges.... 
Long-term debt and 

721,000 

700,000 

liabilities. 

(240,962,000) 

(225,938,000) 

Net assets. 

$ 58,660,000 

$ 63,378,000 

Sales. 

$ 73,554,000 

$ 65,373,000 

Net (loss) income .... 

$( 4,719,000) 

$ 3,200,000 

Colowyo Coal Company: 



Following is a summary of financial information of Colowyo Coal 
Company, Colorado coal producer owned 50% by Hanna: 


1977 

1976 

Net current (liabilities) 



assets. 

$( 149,000) 

$ 2,209,000 

Property, plant and 
equipment — net . . . 
Other assets and 

58,942,000 

42,420,000 

deferred charges. . . . 

551,000 

371,000 

Long-term debt. 

(15,587,000) 

( 416,000) 

Net assets. 

$ 43,757,000 

$ 44,584,000 

Sales. 

$ 4,329,000 

$ -0- 

Net loss before 



income taxes. 

$ 4,676,000 

$ 2,406,000 
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The Hanna Mining Company and Consolidated Subsidiaries 


Labrador Mining and Exploration Company, Limited: 

Following is a summary of financial information in Canadian dollars of 
Labrador Mining and Exploration Company, Limited, owned 22.3% by 
Hanna: 



1977 

1976 

Net current assets . . . . 

$45,588,000 

(Restated) 

$37,315,000 

Investments: 

Iron Ore Company of 

Canada, at equity. . . 

14,242,000 

12,951,000 

Other — market 
$24,920,000 

(1976—$28,444,000) . 

26,994.000 

26,994,000 

Properly, plant and 

equipment — net . . . 

76,000 

76.000 

Mining rights and 

concessions. 

1,886,000 

1,886,000 

Net assets. 

$88,786,000 

$79,222,000 

Royalty income on iron ore . . 

$30,262,000 

$25,954,000 

Net income. 

$17,404,000 

$14,566,000 


Depreciation, Depletion, and Interest: 

The Company, through its ownership interest, is entitled to its propor¬ 
tionate share of the production of Butler Taconite Project and Pilot Knob 
Pellet Co. at cost. The Company's proportionate share of depreciation 
(1977 — $3,407,495; 1976 — $3,592,556) and interest on long-term 
debt (1977 — $896,303; 1976 — $989,834) has been so classified in 
the statements of consolidated income and the remaining costs are in¬ 
cluded in cost of goods sold and operating expenses. 

It is the policy of MBR and Alcominas to capitalize interest and certain 
preoperating costs during construction. These costs are principally being 
amortized over five years. 

Translation and Exchange Gains and Losses: 

The Company's share of translation and exchange gains and losses of 
companies carried on the equity method amounted to a loss of 
$5,942,000 in 1977 and $6,164,000 (restated) in 1976. 

Restatement 

During 1977, Iron Ore Company of Canada retroactively changed its 
method of accounting for leases by capitalizing certain leases in accor¬ 
dance with FASB Statement No. 13 ‘ 'Accounting for Leases' ’. As a result 
of this change, which has also been applied retroactively by the 
Company, retained earnings of the Company at January 1, 1976 was 
reduced by $957,000, net income for 1976 was reduced by $638,000 or 
$.08 per share and net income for 1977 was increased by $441,000 or 
$.04 per share. 


Reclassification 

Amounts with respect to 1976 income of companies carried at equity 
and related income taxes in the statement of consolidated income have 
been reclassified to conform with the 1977 presentation. 

Undistributed Earnings Included in 
Retained Earnings 

Included in the Company's retained earnings are the undistributed 
earnings of companies accounted for on the equity method. Such 
amounts, after providing deferred income taxes, aggregated approxi¬ 
mately $41,400,000 and $28,000,000 (restated) at December 31,1977 
and 1976, respectively. 

Transactions with Related Companies 

The Company is Managing Agent for National Steel Corporation's iron 
ore and steamship divisions and certain other companies in which it has 
an equity ownership position. The Company is reimbursed for direct 
expenses, and receives a management fee for services which amounted 
to $890,000 in 1977 ($954,000 in 1976). 

The Company, participating jointly with National Steel Corporation, is 
entitled to its proportionate share of the production at market with respect 
to National Steel Pellet Company and Hanna Ore Mining Company and at 
cost with respect to Pilot Knob Pellet Company. 

The Company is Managing Agent for Iron Ore Company of Canada, 
and owns approximately 27% of the stock, the balance of which is owned 
in smaller percentages by six United States steel companies (including 
National Steel Corporation with approximately an 18% interest) and two 
Canadian companies, including Labrador Mining & Exploration Co., Ltd. 
In 1977 Iron Ore Company of Canada incurred royalty expense of approx¬ 
imately $31,396,000 ($29,613,000 in 1976) which was payable to 
Labrador Mining & Exploration Co., Ltd. and Hollinger North Shore 
Exploration Co., Ltd. In 1977 Iron Ore Company of Canada also incurred 
commission expense of $342,000 ($415,000 in 1976) payable to the 
Company and $2,254,000 ($2,387,000 in 1976) payable to a 50% 
owned affiliated company carried at equity. 

The Company and National Steel Corporation purchase and sell iron 
ore between each other and purchase iron ore from Iron Ore Company of 
Canada at prevailing market prices. 

(continued) 
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Notes to Financial Statements (continued) 


Income Taxes 

The total provision for income taxes payable to federal, foreign, and 
state governments, includes deferred income taxes of $1,704,000 in 
1977 and $1,340,700 (restated) in 1976. Investment tax credits 
amounted to $1,627,600 in 1977 and $782,800 in 1976. 

A reconciliation between the United States federal statutory rate and 
the effective income tax rate follows: 



1977 

1976 

Statutory tax rate. 

48% 

48% 

Percentage depletion deduction. 

( 8) 

(10) 

Dividend received deduction. 

(10) 

( 5) 

Credit for foreign taxes paid. 

( 8) 

( 5) 

Investment tax credit. 

( 3) 

( 1) 

Other . 

1 

1 

Effective 1 ncome Tax Rate. 

20% 

28% 


Sundry Income 

Sundry income includes the following: 

1977 

Gain on purchase of 

debentures. $1,275,137 

Other. 212,696 

$1,487,833 

Pensions 

The Company and its subsidiaries have various pension plans cover¬ 
ing substantially all of their employees. Total pension expense of 
$5,807,000 in 1977 and $4,943,000 in 1976, includes amortization of 
prior service cost over appropriate periods. The Company's policy is to 
fund pension cost accrued. The actuarially computed value of vested 
benefits for all plans as of December 31,1976, the latest valuation date, 
exceeded the market value of total pension fund assets by approximately 
$14,500,000. The unfunded portion of past service costs as of December 
31,1976 under the Company’s various pension plans was estimated by 
consulting actuaries to be approximately $35,700,000. 

Long-Term Debt 

Under the provisions of the 8.3% promissory note agreement, the 
Company has agreed to borrow an additional $15,000,000 in 1978. The 
total of $35,000,000 becomes due $2,300,000 per year for the period 
December 1,1983 through 1996, with the balance due in 1997. Provision 
is made for prepayments aggregating $7,000,000 without penalty. 

The indenture relating to the 4 3 /4% Sinking Fund Debentures and the 
aforementioned note agreement contain certain limitations relative to cash 
dividends and other stock payments. 

Under the most restrictive of these agreements, approximately 
$42,000,000 of retained earnings was free of such limitations at 
December 31,1977. 


Business Segments 

The Company has two principal segments; iron ore produced by the 
Company and purchased from affiliates and others, and ferronickel pro¬ 
duced by the Company. 

Year Ended December 31 



1977 

1976 

(thousands of dollars) 

Net Sales and Operating Revenues: 

Iron ore . . . 

$255,024 

$275,820 

Ferronickel. 

41,595 

47,044 

Other . 

34,423 

40,671 

TOTALS. 

$331,042 

$363,535 

Operating Profit 

Iron ore. 

$ 28,255 

$ 39,018 

Ferronickel. 

12,544 

19,965 

Other . 

5,289 

5,644 

TOTAL OPERATING PROFIT. . 

46,088 

64,627 

Corporate expenses. 

(12,724) 

(8,746) 

Interest expense. 

(2,208) 

(2.443) 

Dividend income. 

3,385 

3,142 

Income of companies carried 

at equity. 

22,233 

17,178 

INCOME BEFORE TAXES . . 

$ 56,774 

$ 73,758 

Identifiable Assets 

Iron ore. 

$ 90.626 

$ 74,023 

Ferronickel. 

37,033 

29,995 

Other . 

25,212 

25,555 


152,871 

129,573 

General corporate assets. . . . 

52,118 

50,538 

Interests in affiliates and others . . 

272,989 

259,624 

TOTAL ASSETS . . . . 

$477,978 

$439,735 

Depreciation and Depletion 

Iron ore. 

$ 6,489 

$ 6,266 

Ferronickel. 

1,692 

1,430 

Other . 

1,446 

1,836 

Capital Expenditures 

Iron ore. 

$ 4,009 

$ 4,362 

Ferronickel. 

3,323 

3,116 

Other . 

2,520 

414 


Sales and trade transactions, principally for iron ore to two major steel 
companies, amounted to $53,661,000 and $37,625,000 in 1977 and 
$64,457,000 and $49,042,000 in 1976. 

Export sales to Canada, Europe, and Japan were $43,144,000, 
$55,744,000 and $18,070,000 in 1977 and $16,157,000, $80,203,000, 
and $14,747,000 in 1976, respectively. 


1976 


$ 413,585 
736,654 

$1,150,239 
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The Hanna Mining Company and Consolidated Subsidiaries 


Stock Options 

Under the Company’s non-qualified stock option plan, 61,125 shares 
of common stock (71,250 shares in 1976) are reserved for stock options 
to key employees. At December 31,1977, options were outstanding for 
the purchase of 56,125 shares at $26.38 per share (66,250 shares in 
1976) and 5,000 shares are available for future options. Options for 
35,625 shares (21,000 shares in 1976) are exercisable. 

Contingent Liabilities and Commitments 

Under certain conditions, the Company might be required to make 
payments on long-term obligations of certain associated companies in 
proportion to the Company’s interest in such companies. At December 
31,1977, the Company was contingently liable under such arrangements 
in the amount of approximately $51,000,000. 

In relation to a nickel project in Guatemala, the Company may be re¬ 
quired to advance up to approximately $4,000,000. 

The Company has guaranteed indebtedness of approximately 
$900,000 at December 31, 1977, incurred by certain key employees to 
purchase common shares under stock options. 

Quarterly Results of Operations (Unaudited) 

The following is a summary of unaudited quarterly results of opera¬ 
tions for the two years ended December 31,1977. 


1977 : 

Net sales and operating revenues. 

Cost of goods sold, operating expenses, and selling, 
general and administrative expenses . . . . 

Income of companies carried at equity. 

Net income. 

Net income per share. 

1976 : 

Net sales and operating revenues. 

Cost of goods sold, operating expenses, and selling, 
general and administrative expenses . . . . 

Income (loss) of companies carried at equity . . . 

Net income. 

Net income per share. 


Replacement Cost Data (Unaudited) 

As required by the Securities & Exchange Commission, the 
Company’s Annual Report on Form 10-K includes estimates of replace¬ 
ment costs of plant and equipment (productive capacity) at December 31, 
1977, and the related estimated effect of such costs on depreciation. It 
also includes estimates of replacement costs of inventories at December 
31,1977 and 1976, and the related estimated effect on cost of goods sold 
for those years. 

A substantial amount of total productive capacity consists of plant and 
equipment with relatively long useful lives. Accordingly, the cumulative 
impact of inflation on the cost of replacing such assets usually requires a 
substantially greater investment. In the normal course of business, over 
an extended time period, the Company may or may not replace all of its 
productive capacity. When and if replacement is warranted, the Company 
will consider the variable factors and examine alternatives in order to 
achieve the desired economic results. 


Quarter Ended 


Mar. 31 

June 30 

Sept. 30 

Dec. 31 


(In thousands, except per share data) 



(Restated) 



$35,746 

$109,881 

$ 94,654 

$ 90,761 

32,703 

96,876 

84,028 

87,123 

3,743 

5,520 

7,528 

5,442 

6,351 

14,627 

14,529 

9,951 

.72 

1.65 

1.63 

1.13 


(Restated) 


$47,733 

$108,055 

$107,689 

$100,058 

40,637 

95,622 

90,206 

84,791 

(303) 

4,150 

7,776 

5,555 

5,124 

12,788 

19,015 

16,192 

.58 

1.45 

2.15 

1.82 
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Ten Year Financial Comparison 

(Dollars in Thousands Except Per Share Data) 



1977 

1976 

1975 

SUMMARY OF OPERATIONS 

Net Sales and Operating Revenues. 

. $331,042 

$363,535 

$331,644 

Income (Loss) of Companies Carried at Equity. . . 

. 22,233 

17,178 

14,927 

Cost of Goods Sold and Operating Expenses . . . 

. 279,143 

291,221 

263,611 

Depreciation and Depletion. 

. 10,235 

9,841 

9,326 

Interest on Long-Term Debt. 

. 2,208 

2,443 

3,818 

Income Taxes. 


20,639 

20,763 

Net Income. 


53,119 

47,096 

Net Income Per Share. 

. 5.13 

6.00 

5.33 

Cash Dividends. 


14,599 

12,481 

Dividends Per Share. 

. 1.80 

1.65 

1.4125 

BALANCE SHEET 

Working Capital. 


$ 53,139 

$ 50,846 

Property, Plant, and Equipment. 

. 48,579 

46,500 

42,254 

Other Assets. 


281,425 

241,941 

Long-Term Debt. 

. (37,870) 

(26,280) 

(29,053) 

Other Long-Term Liabilities. 

. (17,288) 

(15,745) 

(14,270) 

Total Stockholders’ Equity. 

. $355,276 

$339,039 

$291,718 

Shares Outstanding. 


8,863,300 

8,839,550 

Book Value Per Share. 

. $ 40.04 

$ 38.25 

$ 33.00 


The above summary has been restated to reflect various accounting changes. 


FASB Statement #8 


Financial Accounting Standards Board 
Statement #8 requires that unrealized 
gains or losses arising from changes in 
currency exchange rates must be reflected 
in current income statements. Unrealized 
currency exchange gains and losses which 
result from the translation of current 
assets and current liabilities of certain 
foreign affiliates are recognized because 
of their current effect on the U. S. dollar 
statements of the reporting company. That 
portion, however, of FASB Statement #8 


which requires that unrealized currency ex¬ 
change gains and losses applicable to long 
term debt of these foreign affiliates must 
also be recognized in current income state¬ 
ments causes short term fluctuations in 
reported earnings until the debt is retired 
many years hence at currency rates ap¬ 
plied at that time. In Hanna’s case, the ap¬ 
plication of this FASB Statement to the 
long term debt of certain foreign affiliated 
companies carried at equity had the follow¬ 
ing effect on Hanna’s earnings: 
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The Hanna Mining Company and Consolidated Subsidiaries 


1974 

1973 

1972 

1971 

1970 

1969 

1968 

$272,227 

$204,790 

$176,399 

$197,089 

$203,442 

$175,988 

$153,104 

(8,943) 

8,752 

4,850 

12,935 

16,094 

6,997 

11,485 

213,406 

170,399 

146,197 

168,080 

169,012 

142,172 

129,402 

8,604 

8,819 

6,927 

6,239 

6,337 

6,394 

5,849 

4,142 

2,805 

2,742 

2,828 

2,979 

3,317 

3,637 

15,840 

8,031 

5,813 

5,850 

10,840 

9,012 

2,681 

16,745 

22,524 

17,844 

25,809 

31,274 

21,500 

22,493 

1.90 

2.55 

2.02 

2.92 

3.56 

2.47 

2.59 

11,927 

11,927 

11,927 

11,485 

11,403 

10,658 

8,684 

1.35 

1.35 

1.35 

1.30 

1.30 

1.225 

1.00 


$ 51,540 

$ 53,566 

$ 46,962 

$ 74,156 

$ 74,084 

$ 63,442 

$ 55,526 

41,132 

42,631 

35,210 

27,653 

25,215 

27,561 

30,425 

251,608 

230,332 

226,136 

202,532 

190,119 

179,330 

177,860 

(51,599) 

(38,917) 

(31,840) 

(30,813) 

(30,860) 

(34,591) 

(41,583) 

(14,194) 

(13,943) 

(13,397) 

(16,375) 

(15,729) 

(14,865) 

(13,541) 

$278,487 

$273,669 

$263,071 

$257,153 

$242,829 

$220,877 

$208,687 

8,834,550 

8,834,550 

8,834,550 

8,834,550 

8,834,550 

8,746,750 

8,688,250 

$ 31.52 

$ 30.98 

$ 29.78 

$ 29.11 

$ 27.49 

$ 25.25 

$ 24.02 


(In 000’s except Per Share amounts) 

Before Unrealized Exchange Adjustment on Long-Term Debt 

Per Share. 

Unrealized Exchange Adjustment on Long-Term Debt 
Hanna Equity Portions: 

Iron Ore Company of Canada. 

St. Johnd’el Rey. 

Alcominas. 

Per Share. 

Net Income. 

Per Share. 


1977 

1976 

$46,205 

$54,146 

$5.21 

$6.12 

$ 1,757 

$ (149) 

$(2,136) 

$ (601) 

$ (368) 

$ (277) 

$ (747) 

$(1,027) 

$(0.08) 

$(0.12) 

$45,458 

$53,119 

$5.13 

$6.00 
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The Hanna Mining Company and Consolidated Subsidiaries 


The Hanna Mining Company is one of the world’s large 
independent producers of iron ore. It operates four iron 
pellet projects in the United States — one wholly-owned, 
one jointly owned, and two in which it has minority in¬ 
terests. It is the largest stockholder of Iron Ore Company 
of Canada and serves as manager of the company. 
Through St. John d’el Rey Mining Company, Hanna has 
an indirect one-third interest in a major Brazilian iron 
ore company. 

Hanna produces primary nickel, ferrosilicon, and sili¬ 
con metal at wholly-owned facilities in the United States. 
It is a joint owner of two low sulfur coal properties in Col¬ 
orado. It has interests in oil and gas production and in an 
integrated aluminum producer in Brazil. 

It operates bulk cargo vessels on the Great Lakes and in 
the St. Lawence Seaway, an ocean chartering and ship¬ 
ping agency, and coal and ore docks owned by others. 

The company conducts geological exploration and 
metallurgical research, most of which in recent years has 
been focused on non-ferrous minerals. 

Its investments include minority holdings in National 
Steel Corporation, two Canadian concession companies, 
and a Brazilian petrochemical holding company. 


The Hanna Mining Company’s common stock is traded on 
the New York Stock Exchange. The ticker symbol is HNM. 
The quarterly high and low sales prices for the shares 
traded on the NYSE for the past two years, and the divi¬ 
dends paid per share, are: 


Sales Price of Dividends 

Common Shares Per Share 



1977 

1976 

1977 

1976 


High 

Low 

High 

Low 



First 

54 Vi 

47 Vi 

6 OV 2 

43% 

$.45 

$.40 

Second 

54 3 /« 

47 Vi 

59% 

51 V« 

.45 

.40 

Third 

49 

37 

59% 

50 

.45 

.40 

Fourth 

40% 

35 Vi 

54 y« 

46 

.45 

.45 
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Management’s Discussion and Analysis of the 
Summary of Operations 

1977 Compared to 1976 

Net sales and operating revenues decreased 
$32,493,000, or 9%. The reduction resulted from a 
decrease of 18% in tons of iron ore sold, mainly ore 
purchased from others, and a reduction of 12 % in pounds 
of ferronickel sold, due to diminished demand. 

Cost of goods sold and operating expenses decreased 
$12,078,000, or 4%, which is not proportional to the 
decrease in revenues because of continued increases in 
labor, materials and energy at all Hanna domestic opera¬ 
tions and strikes at two iron ore projects and the silicon 
operation. 

Income of companies carried at equity increased 
$5,055,000, or 29%. The principal increases were 
$6,971,000 for Iron Ore Company of Canada where 
operating improvements were helped by favorable 
exchange and $2,383,000 for Alcominas on expanded 
operations. The principal reductions were $962,000 for St. 
John d’el Rey due to increased taxes and unrealized ex¬ 
change losses, $1,188,000 for National Steel Pellet mainly 
due to a strike, and $1,095,000 for Colowyo principally due 
to development of a new coal mine. 

Income taxes decreased $9,323,000, or 45%, mainly 
from a decrease of $16,984,000 in income before taxes. 
The change in income taxes is also affected by dividend 
received deduction, credit for foreign taxes paid, invest¬ 
ment tax credit, and percentage depletion. 

1976 Compared to 1975 

The $31,891,000, or 10%, increase in net sales and 
operating revenues resulted principally from a 4% 
increase in the tons of iron ore sold and increased prices. 

The $27,610,000, or 10%, increase in cost of goods sold 
and operating expenses resulted principally from the 
increased tons of iron ore sold and increased costs. 

The $1,375,000 decrease in interest expense on long¬ 
term debt resulted mainly from the payment of the Swiss 
bank loans in 1975. 

The $2,251,000, or 15% (restated), increase in income of 
companies carried at equity includes an increase of 
$5,668,000 relative to Iron Ore Company of Canada, which 
continues to improve, and decreases of $1,181,000 relative 
to St. John d’el Rey Mining Company (foreign exchange 
losses) and $1,243,000 relative to Colowyo Coal Company, 
which is developing a coal mine. 

















Hanna Mining Properties, Affiliates and Operations 


Iron Ore/United States 
Wholly Owned 
Groveland Mine 

Open pit mine, concentrator and pellet plant; Michigan 
Partially Owned 

Butler Taconite Project (37.5%) 

Open pit mine, concentrator and pellet plant; Minnesota 

Hanna Ore Mining Company (15%) 

Whitney Mine; Minnesota 

National Steel Pellet Company (15%) 

Open pit mine, concentrator and pellet plant; Minnesota 

Pilot Knob Pellet Company (50%) 

Underground mine, concentrator and pellet plant; Missouri 

Iron Ore/Canada 

Partially Owned 

Iron Ore Company of Canada (27.14%) 

Open pit mines at Schefferville, open pit mines, concentrators 
and pellet plant at Labrador City; Quebec North Shore & 
Labrador Railroad (Auditors — Price Waterhouse & Co.); 
concentrator and pellet plant and loading terminal at 
Sept-lies; Quebec and Labrador 

Hollinger North Shore Exploration Co., Limited (40%) 
Quebec concessions (Auditors — Thorne Riddell & Co.) 

Labrador Mining and Exploration Co., Limited (22.3%) 
Labrador concessions (Auditors — Thorne Riddell & Co.) 

Managing Agents 

National Steel Corporation of Canada, Limited 
Open pit mine, concentrator and pellet plant; Ontario 

Ore Sales Division 
Cleveland, Ohio 

Ore Sales Agent 
London, England 

Non-Ferrous Operations 
Wholly Owned 
Ferronickel 

Open pit mine and smelter; Oregon 

Silicon and Ferrosilicon 
Smelter; Washington 


LITHO IN U. S. A. 


Coal Operations 

Partially Owned 

Colowyo Coal Company (50%) 

Open pit coal mine; Colorado 

H-G Coal Company (50%) 

Open pit coal mine; Colorado 

Overseas Operations 

Partially Owned Iron Ore 

St. John d’el Rey Mining Company, Limited (66.3%) 
49% ownership of Mineracoes Brasileiras Reunidas 
S.A.—MBR; open pit mines, crushing and sizing facilities 
and vessel loading terminal; Brazil 
(Auditors — Price Waterhouse & Co.) 

Partially Owned Aluminum 

Companhia Mineira de Aluminio (Alcominas) (31.97%) 
Open pit bauxite mine, alumina refining plant and aluminum 
smelter; Brazil (Auditors — Coopers & Lybrand) 

Partially Owned Nickel 

Exploraciones y Explotaciones Mineras Izabal, S.A. 

(Exmibal) (20%) 

Open pit mine and smelter; Guatemala 

Partially Owned Petrochemicals 

Uniao de Industrias Petroquimicas S.A. (Unipar) (15%) 
Petrochemical holding company with varying 
interests in 10 companies; Brazil 

Marine Operations 

Domestic 

Operators of Ore Unloading and Coal Loading Docks 
Cleveland, Ashtabula and Sandusky, Ohio, and 
Philadelphia, Pennsylvania 

Hansand Steamship Corporation (33%%) 

Lake Vessel 

Operators of Lake Vessels Owned by National 

Steel Corporation 

Seaway 

Nipigon Transport Ltd. (50%) 

Three Vessels (Auditors — Peat, Marwick, Mitchell & Co.) 

Carryore, Limited (5%) 

Two Vessels 

Ocean 

Three Bulk Cargo Vessels (50%) 

Chartering and Shipping Agency 
Greenwich, Connecticut 
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